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TO SPEED YOUR TRANSIT ITEMS 


§ pacious new quarters at the Republic now house one of the largest 
and most functionally efficient Transit Departments in American 
Banking. | 
With the move into our new Banking House, 10 new proof machines 

were added, bringing the total now in operation to 54... another 

of the reasons that Transit items are cleared faster at Republic. 
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THE BARRY PLAN 
Sirs: 

From your description of “the 
Barry Plan” (edi- 
torial in the May 
issue), I think it 
has a great deal 
of merit. As a 
matter of fact, I 
believe his pro- 
posals are some- 
what similar to 
legislation that I 
have introduced. 
I am_ enclosing 
copies of this leg- 

SEN. SPARKMAN islation. 

Certainly Mr. Barry is entirely 
right when he speaks of the import- 
ance of saving small business, includ- 
ing small banks. The merger move- 
ment has already gone too far, in my 
opinion. 





JOHN SPARKMAN 
U.S. Senator from Alabama 
Washington, D. C. 
Sirs: : 

You are to be congratulated on your 
fine editorial entitled “The Time Has 
Come,” which re- 
fers to the small 
independent bank 
succession - of - 
ownership prob- 
lem. Many people 
apparently admit 
the problem and 
are concerned 
about the part it 
may be playing 
in encouraging 
the current wave 
of bank mergers. 

I sincerely hope that the leader- 
ship among the bankers is not over- 
looking its responsibility to the nation 
on what could well be its Number 1 
problem. 





SEN. YOUNG 


MILTON R. YOUNG 
U. S. Senator from North Dakota 
Washington, D. C. 
ae 


Sirs: 

Through Senator Thye, I had the 
pleasure of meeting several of the 
leaders in the Independent Bankers 
Association of America several weeks 
ago. 

Several of the members of the select 
committee on small business have had 
correspondence with Mr. Barry on his 
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plan for assisting small banks and 
have informed me of that fact. 

I am also naturally interested in the 
action of the I. B. A. in backing the 
proposal to give our committee the 
status of a standing committee. 

WALTER B. STULTS 
Staff Director, Select Committee 
on Small Business 


U. S. Senate 
Washington, D. C. 
* * * 
TAX REDUCTIONS 
Sirs: 


The Dominion of Canada has an 
outstanding record in regard to its 
fiscal policy since World War II. In 
just about every year it has reduced 
taxes and expenditures. For the first 
time now since World War II it is 
slightly in the red. The finance min- 
ister has reported a deficit for the first 
time since 1946. 


America could well take a good les- 
son from the accomplishments of its 
neighbor to the North. 


During the last year the govern- 
ment spent $148-million more than its 
income from budget sources. The rev- 
enues fell $375-million short of esti- 
mates. When compared with the huge 
deficits which this country has ex- 
perienced year after year, the amount 
appears to be insignificant. 





The Canadian government is mani- 
festing great confidence in economic 
prospects for the 
coming year by 
recommending a 
broad program of 
tax reductions. If 
lower tax rates 
are adopted, the 
government fore- 
casts a substan- 
tial upward spiral 
of prosperity as a 
result of the low- 
ering of the tax 
burden. The plan 
presupposes a cut of 10% in individual 
income levies. At the same time, cor- 
porate income taxes would be lowered 
and many excise taxes cancelled. 

The Canadian philosophy with re- 
gard to this wholesome situation re- 
sulting from a lowering of tax bur- 
dens has many strong proponents in 
this country. There are those who 
feel that much of the present upsurge 
of business is due in no small measure 
to the reduction in taxes which oc- 
curred last year. 

Much misinformation has been cir- 
culated with regard to the tax re- 
ductions made last year. Much of it 
has the flavor of political propaganda. 
For example, it has been said that the 
tax reduction bill is a rich man’s bill. 
Nothing could be further from the 
truth. 

‘ Three-billion dollars of the total re- 
ductions made affect every man who 
pays an income tax — this amount is 
saved to taxpayers through a reduc- 
tion of 10% in income taxes. Surely, 
this reduction is shared by every in- 
come taxpayer, whether he is rich or 
poor. 

Reduction in the amount of $1- 
billion is made from the excise taxes 
paid by the individual. The tax is 
reduced, for example, on electric light 
bulbs, luggage, toilet preparations, 


(‘“‘Forum” continued on Page 4) 
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Beginning on Page 5 of this 
issue, the administrator of the Small 


Business Administration asks the 
question, “How big is too big?” — 
and offers some highly interesting 
answers to it. 


Wendell B. Barnes was a prac- 


ticing attorney in Oklahoma during 
a large part of the ‘40s, and in that 
capacity organized and managed 
several small businesses. 
Eisenhower named him to his pres- 


President 


ent post in February 1954 and he was promptly confirmed by the Senate, 
taking the oath of office on February 12. 
Small bankers, and all small businessmen, will be keenly interested 


in Mr. Barnes’ article. Don’t miss it. 
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... It's a matter of 
LOCAL KNOW-HOW 


Landing the good ones is easy when you know where to go and how 

to do it. * Farmers and Merchants, Southern California’s oldest bank, 
naturally knows the area which it has successfully served for 84 years, 

as only a native can. It has contributed to and grown with the 

community (without merger or consolidation) as a sound and capable 
bank where prompt action and competent decisions are made under 

one roof. x Take advantage of this deep local knowledge and 

experience. See Farmers and Merchants National Bank of Los Angeles. 


4th at Main + Los Angeles 13, California 
Oldest Bank in Southern California 
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household appliances, local and long- 
distance telephone calls, admission 
tickets, transportation, jewelry, hand- 
bags, furs, and other articles. These 
reductions do affect everyone, whether 
rich or poor, because where is there 
a family which does not purchase 
many of these items? 

To say this is a rich man’s bill is 
propaganda, and nothing less. 

Then, there is $1.2-billion that is 
saved to taxpayers by reason of the 
revision of the Internal Revenue Code. 
This revision is a long-needed reform. 
More than half of the benefits — about 
$827-million — go to individuals. 

The fourth factor in the tax reduc- 
tion schedule is the elimination of the 
excess profits tax, which amounts to 
$2-billion. The excess profits tax was 
passed as a war measure and should 
be eliminated in a time of peace. That 
law required corporations to pay over 
to the government 85% of profits in 
excess of that earned in earlier years. 
There is still left the corporation tax 
of 52% of all profits. 

The committee of Congress which 
prepared the tax reduction measure 
endeavored to give a fair break to 
everyone, regardless of position in 
life. The taxes for the last 20 years 
have known only one course, and that 
was upward. A start has been made 
in the other direction. We have a long 
way to go, but time should bring 
decided relief to the overburdened 
taxpayers of the nation. 

WILLIAM E. McVEY 
Member of Congress from 

4th District, Illinois 

Washington, D. C 
* * * 


1. B. A. CONVENTION 


Sirs: 

I will appreci- 
ate it if you will 
let me have three 
copies of your 
May issue which 
contains articles 
and pictures of 
the recent con- 
vention held by 
the independent 
bankers in Wash- & 
ington. REP. SULLIVAN 


LEONOR K. 
(Mrs. John B.) SULLIVAN 
Member of Congress from 
3rd District, Missouri 
Washington, D. C. 
* * * 


BACK TO BANKING 





Sirs: 

It was nice of you to congratulate 
me on my return to active banking. 

Our bank has a fine tradition cover- 
ing its 80 years of existence, and has 
more than doubled its deposits within 
the past two years. It enjoys a power- 
ful capital structure when internal 
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reserves are taken into consideration, 
and I am certain that I will thoroughly 
enjoy my connection with this pro- 
gressive institution. 

I look forward to continue reading 
your splendid publication. 

L. H. SEDLACEK 

Senior Vice President, 

First National Bank 
McKeesport, Pennsylvania 


* & * 
CUMULATIVE VOTING 
Sirs: 
I am opposed to the elimination of 





cumulative voting for shares for na- 
tional bank directors, and so wrote to 
Senator A. Willis Robertson, who is 
sponsoring the bill. I told him that I 
did not believe the Independent 
Bankers Association was in favor of 
the elimination, inasmuch as we were 
never contacted to find out our stand. 

He wrote and stated that the I.B.A. 
is in favor, and I am very surprised 
for the reason that I thought the In- 
dependent Bankers Association was 
organized to protect the small banks. 


W. S. GIFFORD 
Executive Vice President, 
Glenville National Bank 
Scotia, New York 
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Since its founding near the turn of the century, 
this firm has been identified with the original 
underwriting and distribution of debt obligations 
for representative borrowers in virtually every 
major field and locality in the country, while still 
confining itself to the offerings of well established 


communities and corporations. 


We make available to bank investment officers an 
exceptional diversity of public utility, railroad, 
industrial and tax-exempt securities, together with 
helpful knowledge and service based on our long 


Your inquiry is invited. Send without obligation 
for our latest list of select offerings. 


HALSEY, STUART & CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 e 35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 
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In America, big business and small business are completely interdependent, as Mr. Barnes points out in this interesting analysis. 


oe PROBLEM OF “How Big Is Too 
Big?” is my everyday problem. I 
am the administrator of an agency 
which has been designated by Con- 


gress as the sponsor and advocate of 
small business in the United States 
— but I want to make it clear that I 
am not a foe of bigness per se. 

I am well aware of the benefits that 
bigness has brought in promoting 


technological progress. I am aware, 
for example, that two out of three 
research workers in industry are em- 
ployed by very large concerns — 
concerns with over 5,000 employees. 
I am aware of the fact that expansion 


June 1955 


How Big Is Too Big? 


by Wendell ©. Sarnes 


Administrator, Small Business Administration, Washington, D. C. 


of plant and equipment today in the 
interests of mass production and 
lower unit costs often requires large 
aggregates of capital which only the 
large concern can accumulate out of 
its own profits or raise in the capital 
markets. 

I am also aware of the fact that 
among a few Goliaths in industry, the 
struggle to outdo each other in order 
to suit the consumer may often be 
as intense as if the market were 
divided up into a large number of 
small competitors. The fight among 
the Big Three in the auto industry 
this year is an example of that propo- 


sition. Chrysler and General Motors 
are certainly engaging in no love 
feast, as each tries to outdo the other 
in improving its product and service 
to the public. 

I am also aware of the fact that 
large business is often the best friend 
of small businesses. The a priori con- 
cept of big business invariably war- 
ring on small business is unrealistic. 
Small and large concerns have a mu- 
tuality of interest — when the large 
concern is bustling with activity, it 
keeps thousands of small manufac- 
turers busy with subcontracts for 
parts and components. The large con- 
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cern is a master workshop assembling 
parts fabricated by cells all over the 
country. 

Radio Corporation, for example, 
says that it has 7,500 suppliers in 43 
states and that 80% of them are 
small. It is important to keep the 
large concern prosperous, since in a 
situation where the master workshop 
faces a drouth of orders, its first 
economy step is to pull back subcon- 
tracts under its own roof by making 
the parts itself. 

Bigness, I repeat, pays big social 
and economic dividends for the 
country and for small business itself. 
The best proof that small business is 
not the sworn enemy of big business 
is that the ambition of every small 
business is to become big, and that 
insofar as the SBA program is suc- 
cessful, it is going to help many small 
businesses to enter into the ranks of 
their bigger brothers. 

At the same time as I recognize the 
contributions of bigness, | am more 
concerned with championing — the 
cause of maintaining the health and 
vitality of small firms as an integral 
part of our American system of life. 
With the vanishing of our geo- 
graphical frontier, small business is 
the only frontier which remains for 
the imaginative, independent and re- 
sourceful individual, giving him the 
opportunity to try his luck in new 
ventures, 


Small Business Not Vanishing 


It is small business which has been 
the laboratory for new ideas which 
have quickened or even revolution- 
ized our methods of production and 
distribution, and which has added 
new or greatly-improved products to 
our American economy. Remember 
that even though large businesses 
have huge research facilities, all large 
organizations are susceptible to 
bureaucratic tendencies, and‘ new 
ideas may be smothered rather than 
given a chance to be tried. 

I am an exponent of small business 
for another reason, too, Small busi- 
ness is the enemy of centralized totali- 
tarian control, an enemy of concen- 
trated power — and thus is a bulwark 
of our individual freedoms. It is in- 
teresting to note that the history of all 
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dictatorships, including those of 
Hitier and Mussolini, shows that one 
of their first objectives after getting 
their foot in the door, was to amal- 
gamate small businesses into large 
cartels which could easily be domi- 
nated and controlled by the State. 


Many of the alarms sounded about 
small business are unfounded. There 
are over 4-million small businesses 
today, so certainly small business is 
not vanishing. The rate of growth of 
the business population has, it is true, 
slowed down since 1951. However, 
since the end of World War II, the 
number of firms increased by more 
than 1-million, or over one-third. 


Many will be surprised to see how 
prevalent the very small firm is in 
American business. About three- 
fourths of all business firms have 
fewer than four paid employees. In 
manufacturing, more than two-fifths 
of all firms have fewer than four em- 
ployees. 


In retail trade, the services, fin- 





and real estate, 
about four-fifths of all firms have 
less than four employees. Firms with 
1,000 or more employees represent 
less than 1% of all firms in each in- 
dustry division. 

What is happening to these small 


ance, insurance, 


businesses? I would be less than 
candid if I were to say that I am 
pleased with the way things have 
been going. During recent months 
it has become apparent to even 
casual readers of financial statements 
that small businesses in important in- 
dustries have not been faring too 
well. The merger movement which is 
active today is due in part to the 
steady deterioration of the financial 
position of small independent firms. 
Mergers in the textile industry, for 
example, have been promoted by in- 
ability of small companies to show a 
profit. In earnings statements from 
industries besides textiles, which have 
experienced reduced demand, a clear 
divergence can be noted between 
large and small firms. The former 
showed good profits. The profits of 
the latter were deeply slashed. This 
was the case in the steel and farm- 
equipment industries last year. 





About the seuthor 





Wendell B. Barnes of Tulsa, Okla- 
homa was 
Eisenhower to be administrator of the 
Small Business Administration in Febru- 
ary 1954. He had been serving as act- 
ing administrator since November 1953, 
prior to that had been the agency’s gen- 
eral counsel. : 

In 1935-1939 Mr. Barnes was as- 
sistant attorney for the Oklahoma Tax 
Commission 
moved to Tulsa to become a partner in 


nominated by President 


in Oklahoma City. He 


the law firm of Gavin & Barnes. In 1941-1946 he was gen- 
eral counsel for the Tulsa plant of Douglas Aircraft Com- 
pany, which had 22,000 employees. Much of his work 
involved government procurement procedures, since he 
negotiated prime contracts with the Air Force as well as 
supervised or approved thousands of purchase orders and 
subcontracts for supplies from small businesses. 

As a practicing attorney, Mr. Barnes organized and 
managed several small businesses in Oklahoma. He served 
in the state legislature's house of representatives in 1950- 
1952. He is a member of the Oklahoma Bar, the Bar of the 
U. S. Supreme Court, American Bar Association and Ameri- 
can Judicature Society, treasurer of the Federal Bar Asso- 
ciation and member of its national council. 


— The Editors. 
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Post-War Development 


This disadvantage of small busi- 
ness has its roots in the economic and 
financial environment of the war and 
the post-war period. Inflation, tax 
laws. governmental policies designed 
to promote expansion of certain key 
industries, labor-union policies ap- 
plied on an industry-wide basis, and 
consumer preferences are among the 
factors which have played a part in 
shaping the trend. 

For example, large firms expanded 
at a far greater rate than small firms 
did during the war period. Certifi- 
cates of necessity for tax amortiza- 
tion issued by the government and 
availability of funds in larger busi- 
nesses helped this expansion move- 
ment. In the immediate post-war 
period, small firms made out well be- 
cause demand was strong and they 
did not have to cope with the tre- 
mendous reconversion problems fac- 
ing large business. 

However, when those reconversion 
problems were surmounted, big busi- 
nesses were able to edge sma!l firms 
out of markets in which the demand 
was weaker. The Korean period saw 
the same version of industry expan- 
sion repeated. 

Another factor is that inflation has 
raised tremendously the amount of 
money required to do business. Dis- 
tribution and research costs today 
are so heavy that small firms have 
difficulty in keeping up with the race. 
Further, the diversification movement 
in American industry has become 
widespread. Large concerns are ag- 
gressively seeking to manufacture 
and market additional products, so 
that there are few lines which are now 
the exclusive province of small firms. 


Government Was Alert 


It was apparent to the Eisenhower 
Administration that the economic 
situation in which small business 
found itself required governmental 
action on several fronts. The Small 
Business Administration was created 
by the Congress, and other agencies 
such as the Federal Trade Commis- 
sion and the anti-trust division of the 
Justice department, are concerned 
with the problem of preserving small 
business. Some of the fruits of this 
action already are evident, and others 
will be increasingly evident in the 
months and years ahead. 


It is my personal conviction that 
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$42° 2 copy 


Senet up transit work. The new 1955 
ES Key Book with Check Routing 

Symbols is now available. It contains 

all annual changes in transit numbers and 

check routing symbols. Make sure your 

organization has enough copies of the latest 

edition for completely efficient operation. 


Order yours today. 


RAND MSNALLY & COMPANY 


PUBLISHERS 
P.O. BOX 7600 - CHICAGO 80, ILL. 
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many of the unsatisfactory trends 
affecting small business have already 
been reversed. In fact, government 
studies indicate that the downward 
drift in earnings of small firms which 
has persisted since 1950 has finally 
been arrested. 

The goals of governmental action 
must be measured in terms of a value 
judgment, based on our answer to the 
question, “How Big Is Too Big?” 


Bigness should not grow to a point 
where sources of financing are avail- 
able on advantageous terms only to 
large concerns, or where small firms 
are squeezed out of the capital 
markets. The SBA loan program is 
trying to fill in the gaps where small 
businesses are unable to make loans 
with banking institutions. 

We are actively probing the situa- 
tion which exists which makes it im- 
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The 
Cracker-Barrel | 
Grocery Store 


... is as dead as the 


dodo bird. 


e How about the antiquated Bank? | 


e How about YOUR BANK? 


The “gingerbread”, gim-cracks, 
cracker-barrel era is past. Our 
business is rebuilding and mod- 
ernizing buildings and fixtures. 
Modernization is not expensive. 


WRITE OR TELEPHONE US 
FOR AN ON-THE-JOB ESTIMATE. 


GAGE AND WOLFERS 


Phone 148 
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possible or impracticable because of 
expense for small firms to tap the 
equity market; that is, to float issues 
of common and preferred stock. We 
are working actively with the Invest- 
ment Bankers Association of America 
to perfect ways and means so that 
small firms can be able to raise 
money through investment bankers as 
readily as large firms. 

I would say that bigness has come 
to the point of diminishing returns, 
as far as our social good is con- 
cerned, wherever the point is reached 
that small firms are unable to develop 
and market new products, and that 
ingenuity is stifled except in research 
laboratories of large firms. 

In the Small Business Administra- 
tion we have been seeking with some 
success to help small firms carry on 
the research that they need. Many 
small firms are unaware of private 
research laboratories which they can 
use. A most hopeful development, 
too, is the helping-hand that large 
firms are extending to small firms by 
allowing them to use their research 
facilities. Sinclair Oil and Owens- 
Corning Glass are among companies 
that I could cite. 


Development and Marketing Aid 


Our own Products Assistance Pro- 
gram which has_ recently been 
launched with great success helps 
small firms with problems in product 
development and product marketing 
by drawing on the wealth of accumu- 
lated data in government and in re- 
search laboratories of industry. 

Bigness is inimical to our common 
welfare if big concerns get a dispro- 
portionate share of government con- 
tracts. An analysis of prime contracts 
shows that prime contract awards to 
the top 100 companies have risen to 
almost two-thirds of all prime con- 
tracts granted, with an increase in 
concentration among the 10 largest 
companies. It is undoubtedly true 
that most small manufacturing firms 
are not geared to contracts for fin- 
ished items. 

The development of such facilities, 
however, depends in large part upon 
getting the contracts in the first place. 
Restriction of contracts to large con- 
cerns impedes the development of a 
broad mobilization base in the event 
another emergency occurs, besides 
impeding the growth of small busi- 
ness. 
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The Joint Determination Program 
conducted by the Small Business Ad- 
ministration and the Department of 
Defense is a valuable adjunct to the 
procurement program, since it re- 
stricts contracts suitable for perform- 
ance by small business to bidding 
only by small business concerns. 

“It is excellent to have a giant's 
strength, but it is tyrannous to use it 
like a giant”. That statement by 
Shakespeare is certainly applicable to 
a condition which prevails where big- 
ness proceeds to a point where power 
becomes excessive. It is conducive to 
abuses of many kinds. Many of these 
abuses run afoul of the laws in the 
statute books such as the Robinson- 
Patman Act, the Clayton Act and the 
Sherman Anti-trust Act. Many, how- 
ever, are inevitable results that come 
in the train of power. 

Such practices are the preferential 
treatment that big concerns obtain 
from suppliers, transportation com- 
panies and distributors, merely be- 
cause they are big concerns. Small 
concerns, for example, a few years 
ago when demand for steel outran 
supply, were simply unable to get on 
the books of a steel mill and had to 
buy steel at exorbitant prices through 
the black market. 


Mergers Sometimes Help 


The merger movement, of course, 
is intimately connected with the tide 
of bigness. I would like to remind 
you that the Small Business Adminis- 
tration is not opposed to mergers 
per se. In many cases, mergers of 
small firms have been beneficial to 
the units involved. Here is an excerpt 
from a report from our Minneapolis 
regional office: 

“One of the major handicaps of 
the small businessman is his lack of 
knowledge of management, distribu- 
tion and sales, due to his previous 
role as a subcontractor where he had 
no problems in these areas. In this 
connection, it appears there may be a 
trend toward consolidation of small 
businesses in order to enable these 
firms to cope more readily with their 
common problems. Some small firms 
have joined to take advantage of the 
specialized abilities possessed by 
each, and thereby to increase their 
ability to take advantage of contracts 
not otherwise available to them be- 
cause of limited equipment and lack 
of know-how.” 
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On occasion banking publications print 
a list of the nation’s one hundred largest 
banks. Such a list no doubt is of special 
interest to people in the banking 
fraternity, and perhaps also to certain 
manufacturers who are seeking large 
bank business. We at DeLuxe have 
never attached much significance to it 
because our interest is in all the banks 
and not in any one segment. 


Recently, however, one of our 
embryonic sales analysts ran a tape 
showing our 1954 sales to the hundred 
largest banks, and the total was rather 
impressive. Naturally, the first thing we 
noticed was that there were nine banks 
to whom we had sold nothing at all. 
We then observed that five banks had 
enriched us to the extent of three dollars 
each. This was more encouraging 
because, believe you us, some of our 
nicest relationships started with less. Of 
the remaining eighty-six banks, thirty- 
seven were substantial buyers, some 
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running around fifty thousand dollars 
and a goodly number well over one 
hundred thousand, with the trend on 
the ‘“‘up”’ side in almost all cases. 


Actually, serving large banks is no 
different than serving small banks. Ina 
way, it is really the check user that we 
serve. If he gets his supply when he 
wants it, and if he likes what he gets, 
then it makes little difference to us what 
size bank he does business with. This 
year we will handle well over three and 
one-half million orders for customers 
who have their accounts in more than 
twelve thousand banks, and we have to 
produce for the little fellow who runs 
the local filling station with the same 
careas we do for the big business tycoon. 
Similarly, we render the same fast service 
to all banks, large or small. We do 
appreciate, however, that it takes more 
time to win the confidence of the large 
banks, so it is gratifying to see the 
continued growth of our business with 
these institutions. 
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In the Central South, a substantial number of our more than 

300 correspondent banks turn to Third National for credit and 
investment counsel supplied by specialists trained in their 
respective fields. They are able to serve you more promptly through 
use of Third’s nation-wide bank wire which provides a medium 
for obtaining needed information quickly at no cost to you. 
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SMALL BUSINESS 
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I am deeply concerned, however, 
with a situation in which small busi- 
nesses suffer great injury through 
merger by the invasion of a giant 
corporation into a field which has 
been characteristically dominated by 
small concerns and which is not ger- 
mane to the larger concern’s main 
line of activity. 

In the current diversification move- 
ment, a large corporation may move 
into the production of an item which 
is closely related to its old line of 
activities. In other cases it may move 
into entirely new activity. In my 
opinion, there may be clearer justifi- 
cation for a strict government watch- 
dog attitude in the latter case than in 
the former, particularly where the en- 
croachment is in an activity largely 
made up of small business. 

Certainly bigness has become too 
big if the trend continues for the 
larger corporations to attract the best 
talent that is graduating from our 
professional and technical schools. 
There has been a growing prestige 
attached to the larger concern which 
has been a magnet for the young, 
ambitious graduate. He prefers the 
security and a career in General 
Motors and General Electric to taking 
a chance in his own small business, 
even though his role in the large cor- 
poration will not be the dominant one 
that he could exercise as owner of his 
own business. 


College Courses Available 


This has been one of the factors 
which has resulted in a widening dis- 
parity in management skills and ex- 
pertise between those who manage 
the larger corporations and those 
who manage small businesses. For 
the Small Business Administration, I 
have inaugurated a program of sup- 
plying small businessmen with the 
latest management know-how in ex- 
tension courses in schools and uni- 
versities — over 55 such courses are 
now being conducted. This step, I 
hope, will redress in some measure 
the existing disparity in management 
techniques. 

The vitality of small business in 
the long run, however, is the most 
effective attraction for those men and 
women who will be able to make a 
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success in running a small business. 
The current trend towards bigness, 
which has been so widely advertised, 
has obliterated the underlying truth: 
that small business will always re- 
main with us and that the efficiently- 
run small businesses can be and will 
be a success. 


Contrary to the popular belief, in 
many lines of activity a small busi- 
ness is more profitable than a larger 
one. Studies have shown that this is 
true in lines such as apparel, printing 
and publishing, leather, paper and 
rubber products. Small businesses 
have the flexibility and adaptability, 


the ability to make rapid judgments 
and effect them, which larger busi- 
nesses lack. They are eminently suc- 
cessful in meeting local needs and 
demand for specialty or tailor-made 
products. 

These are among the reasons why 
I am confident that bigness—whether 
or not it is checked or controlled by 
government action — cannot remove 
small business from our economy. 

So, it seems to me that the question 
“How Big Is Too Big?” will be an- 
swered most effectively and convinc- 
ingly by how well we as a people 
keep open the doors to opportunity, 
so that everyone may make the most 
of his or her talents and have oppor- 
tunity in a free society to express his 
or her individuality. END 


As Others See It 


Condensed From Contemporaries 





The Significance of 
Current Banking Mergers 


In view of pending bank: holding- 
company legislation, and also the fact 
that several hundred more mergers 
are predicted for 
1955, a speech 
given last week 
in Boston by 
Bank Analyst H. 
V. Keefe of R. L. 
Day & Company, 
Hartford, is of 
timely interest. 
He spoke at the 
correspondent 
conference of Mer- 


chants National 
MR. PRUDDEN Nate 


Suggesting that “it is our job as 
investment advisors to examine the 
facts and report which type of bank- 
ing appears to be the most profitable”, 
Mr. Keefe said that “to be successful, 
an investor cannot let sentiment cloud 
his thinking”. As an example of what 
people want, he discussed the growth 
of the A. & P. and big chain stores, 
and said that it was “the housewife 
who killed the independent grocer”. 

So, in the final analysis, it is going 
to be the consumer who decides which 
type of banking is best. “There’s no 
sense pontificating that the unit bank 
serves the public best if the public 
itself likes branch systems’. However, 
just having a branch system does not 
necessarily mean a bank will be suc- 
cessful. As an example, he mentioned 
that the Corn Exchange had four 


times as many branches as the Chem- 
ical, but in seven years through 1953 
its earnings and dividends decreased 
considerably, whereas the Chemical’s 
went up. Mr. Keefe said, “Too many 
bankers have far too long ignored 
their obligations to their shareholders. 
Too many bankers have been doing 
the kind of business they like to do — 
not the kind that earns the most 
money for their shareholders”. 


Some of the reasons for the growth 
of the branch system are: (1) people 
have been moving into the suburbs, 
(2) many banks fail to compete with 
industry for.executive-level personnel, 
(3) many absorbed banks paid lower 
salaries than the absorbing bank, (4) 
lack of sufficient managerial person- 
nel, and (5) many absorbed banks 
were not aggressive and efficient in 
offering wider varieties of services. 


Thus, “the major reasons behind 
many mergers would seem to be in- 
ternal, rather than as a result of a 
desire to grow on the part of the ab- 
sorbing bank. These factors would 
seem to refute the argument that the 
sole motivation for merger is the 
greed for increased power or mon- 
opoly on the part of the absorbing 
banks”. 


In Mr. Keefe’s opinion, “if the in- 
dependent unit bankers are anxious to 
preserve their identity, it might be a 
good idea for them to be sure that 
they are competitive”. Some sugges- 
tions are: “(1) bring salaries into line, 
(2) initiate compulsory retirement for 
both officers and directors; * * * what 
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is more discouraging for a young man 
than for him to know that the boss 
will have to die before he can ad- 
vance ?” 


Also of interest was Mr. Keefe’s 
suggestion that bankers should not 
have a perpetually gloomy attitude 
over earnings if they want to build up 
capital, “What concerns me is that 
nobody representing the banks has 
ever pointed out to the investing 
public the fact that banking has really 
prospered during the last 20 years”. 
Regarding this, “it is quite easy to 
prove that banks — on the average — 
have shown a better earnings-per- 
share gain than utility stocks”. 


Reports Termed Inadequate 


Another suggestion is that with the 
exception of some of the largest 
banks, “most of the reports that I 
have seen are completely inadequate. 
The biggest weakness is the income 
account. Many banks don’t even pub- 
lish one, contenting themselves with a 
balance sheet. Well, I can tell you 
right now that as an investment ad- 
visor, I would not permit any cus- 
tomer of mine to invest in a company 
that did not provide a complete state- 
ment of earnings”. Stockholders are 
entitled to know what operating earn- 
ings are. That is, “earnings that are 
not inflated by bond profits or re- 
coveries, or deflated by bond losses or 
charge-offs. In other words, earnings 
from current operations before any 
non-recurring items and the effect 
these items might have had on your 
tax accrual”, 


One accounting method he does not 
favor is the practice of writing down 
buildings and equipment. “While this 
may seem to be a conservative prac- 
tice, it is vicious in that it frequently 
eliminates any current charge for de- 
preciation and to that extent over- 
states earnings and presents an arti- 
ficially rosy picture. And, often the 
reverse is true” and he gave a good 
illustration. Mr. Keefe said he does 
not know the motives behind some ex- 
tremely bad reports, “but it is the 
kind of thing that has discouraged 
many investors from buying bank 
stocks”. 


Nine Billion Dollars 


Referring to the Bank of America: 
“It’s a popular sport here in the East 
for bankers to speak of this bank in 
sarcastic tones. Nine billion dollars is 
nothing to be sarcastic about. A bank 
doesn’t get that big if it doesn’t have 
something to offer.” 


He told how Mr. Giannini sold his 
bank stock to thousands of small in- 
vestors by hiring salesmen who spoke 
different languages. Then he pointed 
out that “it has only been in the bull 
market of recent years that the 
market value of most bank stocks has 
approached book. “But, Bank of 
America today is selling at 185% of 
book. While we might not agree with 
certain methods of the B. of A., there 
is no question that they have de- 
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veloped a type of banking that ap- 
peals to the public — and investors”. 

Referring to the recent I. B. A. con- 
vention in Washington, Mr. Keefe said 
“the increase in the number of mer- 
gers has inevitably stimulated talk of 
the danger of monopoly”. He then 
showed how a big bank (with 
branches) in one state, controlled by 
Transamerica, had not grown nearly 
as fast as another big bank in the 
same state which was not controlled. 
Yet, the holding-company “has been 
accused of killing off competition”. 


Asking the delegates not to inter- 
pret his remarks as indicating that his 
firm does not like independent unit 
banking, he said that “for 90 years 
we have derived the bulk of our busi- 
ness from this type of bank. I have 
just been attempting to point to the 
reasons why so many unit banks are 
being absorbed into branch systems”. 


One way to compete against the 
branch system is to have a strong cor- 
respondent relationship. Mr. Keefe 
said, “You cannot expect your central 
city correspondent to render good 
service unless you make it worth their 
while. We took a list of every single 


correspondent that the Merchants Na- 
tional Bank has in New England and 
listed the number of correspondents 
of each bank. This was done on our 
own, without any knowledge by the 
folks here at the Merchants. The re- 
sults revealed that many banks are 
not being fair. For example, one $7- 
million savings bank has 12 corres- 
pondents, yet the Boston Five Cents 
Savings Bank with over $200-million 
in deposits, has only five. An exami- 
nation of the list leads me to believe 
that many banks have spread them- 
selves around so much that they are 
not able to give any single corres- 
pondent enough business to make it 
profitable for that central city bank”. 


He told of one large bank that went 
into branch-banking out of self- 
preservation (although many indepen- 
dents protested loudly and threatened 
to sever relations), as it was clear 
that their correspondents “had been 
bleeding them white. Their deposits 
had been netting this bank % of 1% 
less than their other business”. 


While the independent bankers may 
not have liked this new competition, 
“the bank’s shareholders didn’t like 
its poor record of earnings”. 


Mr. Keefe then made suggestions 
on how the unit banker can get better 
personnel, and emphasized that a bank 
must do a consumer loan business. 
Also, he urged a wider variety of 








banking services, better pay and im- 
proved stockholder relations and divi- 
dend records. 


His conclusion was that failure on 
the part of unit banks to do any of 
these things means merger — “not- 
withstanding Congressman Rayburn 
and the Independent Bankers Associa- 
tion”. 

From: 

Russell F. Prudden’s 

Digest of Investment and Banking Opinions, 


120 Broadway 
New York 5, New York. 
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A Personal Letter to 
All Independent Bankers 


T. THE MEMBERS OF THE 
INDEPENDENT BANKERS ASSOCIATION OF AMERICA 
Dear Members: 

In accepting the presidency of the Independent Bankers 
Association of America, I did so with a great deal of 
humility, knowing that the responsibilities are great be- 
cause the progress of our cause is very essential and it 
will mean a great deal of work, which I am not afraid of 
— and, more than anything else, it will take the coopera- 
tion of each and every member to accomplish our aims. 

As you well know, the membership of the Independent 
Bankers Association is pledged to the preservation of in- 
dependence in the field of banking, and to help all others, 
as far as possible, to maintain their independence. The 
growth of monopolies in the field of banking has been 
great and will continue to grow unless federal legislation 
is passed to prevent this invasion into the banking 
fraternity. The opportunity to secure the passage of such 
legislation is at hand, and we must not let these bills fall 
by the wayside as other of our legislation has done. 

In order to carry out the objectives of the association, 
I would like to outline the procedures and programs that 
I intend to follow. 

First, it is essential that each and every member, the 
board of directors and stockholders, 
contact their senators and Congress- 
men and urge them to support the 
bills now introduced; namely, H.R. 
2674 in the House, and S. 880 in the 
Senate. You are also requested to 
secure the support of these bills from 
your correspondent banks. Our de- 
posits in the correspondent banks are 
an essential part of their business and 
they should be worthwhile for them 
to maintain. Ask these correspondent 
banks to send you a copy of the 
letters they write to their senators 
and Congressmen urging the passage 
of H.R. 2674 and S. 880, and if they 
refuse to do so, then and only then 
will you be put to the test of deciding 





Prom B. A. Ryan 


Newly-Elected President of the 
Independent Bankers Association of America 


mean some work on the part of the members, but nothing 
has been gained by not working, so I implore you to 
please not turn us down when you receive a request to 
cooperate in this movement. The right kind of an organi- 
zation can accomplish a great deal, but without organiza- 
tion and cooperation, nothing can be accomplished. 


Third, we must not lose sight of the fact that the 
Independent Bankers Association is opposed to branch- 
banking and we must be alert at all times to the fact that 
legislation may be introduced that would be in direct 
opposition to our principles. If we are properly organized 
and we have the right men to head our various state 
legislative committees, we can effectively fight any such 
legislation. The office can and will offer a guiding hand 
in all such matters. 

Fourth, we must not lose sight of the inroads that the 
savings and loan associations and credit unions are 
making on the banking business. The best approach to 
this problem is through federal legislation on a tax- 
equality basis. The continued study of this problem 
must be made and proper legislation introduced. Much 
information is already available, and through the assist- 
ance and cooperation of other agencies the problem must 
and will be solved. 

Fifth, much talk has taken place 
regarding the evils of holding-com- 
pany banking and _ branch-banking, 
but I don’t think that we have offered 
too much to our people by way of 
educating them to the use of methods 
which would prevent the control of 
banks’ being sold. We, I feel, are 
compelled to offer an educational 
program to our members wherein the 
necessity of selling a bank can be 
overcome by the proper application 
of bank management. Two com- 
mittees are being set up this year; 
one on “small bank ownership” and 
the other on “management succes- 
sion”. Through these committees I 
am hopeful that we can fill the gap 


whether or not you really want such 
legislation passed. 

Second, I would like to urge a 
complete organization of states by 
Congressional districts, and even 
down to the county level. This will 
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B. H. RYAN 
authored the accompanying letter to the 
membership of the Independent Bankers Asso- 
ciation of America following his election to 
its presidency at the recent convention in 
Washington, D. C. Mr. Ryan is president of 
the State Bank of East Moline, Illinois. 


which has been of some handicap to 
us throughout the years. 

Sixth, | am going to call upon each 
member of the executive council to 
arrange, if possible, an Independent 
Bankers Breakfast at his state 
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SOLVENCY 
ESSENTIAL 


EVEN THE AVERAGE income taxpayer in the middle brackets sometimes 
wonders just why he must be so heavily taxed, and rightly asks under 
what authority in the federal Constitution can the Congress of the 
United States tax its people to support foreign governments. 


Taxpayers in the higher brackets in the U. S. A. pay as much as 
97 percent of their income in taxes to federal and state tax collectors, 
while the maximum income tax in countries like France and Italy, which 
we have subsidized to the tune of billions, is only 55 percent. Why 
should the American citizen be over-taxed to support governments that 
refuse to tax their own people in equal measure? 


A nation that is $607,500,000,000 in debt (public and private) 
is in no financial condition to keep on going deeper into the 
red while dishing out added billions in succor to nations 
unwilling to tax themselves as much as our own people are 
taxed. 


During the past 26 years our nation has balanced its annual budget 
three times only. We pile up deficit upon deficit while we spend at 
home and abroad. Public and private debt has increased $159 billion 
in the last five years. Anyone who knows the multiplication table knows 
that we cannot keep going in this dangerous direction without destroy- 
ing our economy and going bankrupt. 


Local, state and federal governments are constantly on the 
alert to find new sources of revenue while they increase levies 
already in force. They show no inclination to economize; they 
never cut anything out, they make no effort to save — they 
just keep on spending and taxing. 


We owe a debt to posterity. It is our responsibility to hand down 
to the next generation the kind of good government we inherited from 
our fathers. There can be no stability in our economy and no security 
in the future if we squander our substance at home and abroad and 
refuse to reckon with horse-sense and the lessons of history. 


Our officials are our public servants. Theirs is a public trust. 
We have the duty as well as the right to see that they give a 
good account of their stewardship. Extravagance is the way 
to poverty and grief — economy in the administration of gov- 
ernment is the core of our superior system. 


Solvency, public as well as private, is essential to a sound dollar 
and permanent prosperity. Use your influence to help create a public 
sentiment for reduced expense in government, lower taxes and 
balanced budgets. There can be no lasting security in a debt-ridden 
Republic constantly going deeper into the red. 


HANCOCK BANK 
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bankers convention. I believe we 
must sell the Independent Bankers 
Association to each and every banker 
in these United States, if possible, 
and nothing is impossible if we will 
put our shoulders to the wheel and 
push. I also want to hold an execu- 
tive council meeting twice a year. 
This organization needs to air its 
problems as often as possible, and the 
council members should be _ better- 
informed on the problems and success 
of the association. 

Announcement of committee ap- 
pointments will follow soon, and you 
will also be informed by bulletin, as 
you have in the past, relative to what 
the officers and staff may expect of 
the membership. 

I am proud to belong to an asso- 
ciation which has a principle to work 
for — one which is much more im- 
portant than the almighty dollar. 


How about you? 


Yi 


President, INDEPENDENT BANKERS 
ASSOCIATION OF AMERICA 


BHR/ar 
ae 
New I. B. A. Members 
ALABAMA 


First Commercial Bank, Chickasaw 

Bank of Dadeville, Dadeville 

ILLINOIS 

State Bank of Hampshire, Hampshire 

State Bank of Latham, Latham 

Monmouth Trust & Savings Bank, Monmouth 

INDIANA 

Rushville National Bank, Rushville 

West Baden National Bank, West Baden 
Springs 

IOWA 

State Bank of Wapello, Wapello 

KENTUCKY 

First Guaranty Bank, Martin 

Bank of Sonora, Sonora 

LOUISIANA 

City National Bank, Baton Rouge 

MAINE 

First National Bank, Bath 

MICHIGAN 

First National Bank, Wakefield 

MINNESOTA 

First National Bank, Saint James 

MISSOURI 

First National Bank, Montgomery City 

NEW YORK 

First National Bank, Olean 

OHIO 

Brookville National Bank, Brookville 

VIRGINIA 

Tri-County Bank, Mechanicsville END 
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Our Baby 
at Last* 


It was a wonderful feeling for Jim 
and Jane to have a child in their 
home after ten years of a child- 
less marriage. 

They knew the financial re- 
quirements for adopting a baby, 
but somehow they just couldn’t 
seem to save any substantial 
amount of money. 

Jane revealed a startling admission of a human weakness—frivolous 
spending with an attic full of gadgets to prove it. Unable to stick to a 
“savings at home” plan, Jane yielded to her husband’s arguments to give up 
all unimportant spending and, through the easy method of Christmas Club, 
accumulate a sufficiently large sum to meet the requirements of adopting a 
child. Yes, Christmas Club was the helping hand that led a beautiful baby to 
complete the happiness of Jim and Jane Brown. 

Christmas Club takes care of the financial needs for every family desire. 
Christmas Club gives financial institutions an opportunity to become ac- 
quainted with the hopes and ambitions of their customers and to offer them 
valuable assistance in achieving their goal whether it be a baby or a bungalow. 

If you would like to know how Christmas Club can help you—or how your 
present Christmas Club can bring in more prospects for other services, why 
not ask us to send in the Christmas Club man? He is fully capable of helping 
you set up a new club or make an old one more productive. Christmas Club 
a Corporation has every modern system to handle efficient operations. 


*This is a true story taken from our awards competition. Only the names have been changed. 


VACATION CLUBS e SCHOOL SAVINGS e ALL PURPOSE CLUBS e TAX CLUBS 


Christmas Club Ghristnas lah 


PAYMENT Kk Gorporation 


DUE 
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r|next Board of Directors Meeting ? 





YES! 1 your plans for a new banking 
office are at any stage from preliminary talks 
to architect's drawing board, you'll want these 
three, special full-color brochures at your next 
meeting. 







The first shows the famous development in 
vault door design that has become the almost 
universal symbol of the modern bank. It gives 
you an idea, too, of the diversity of magnif- 
icent and distinctive architrave treatments now 
available for your own installation — with this 
great Century Series Vault Door by Mosler. 










The second shows an ingenious new Day- 
Night Deposit Safe by Mosler that almost 
“talks.” 










And the third shows the new Mosler “Picture 
Window” for Drive-In Banking — a brand new 
concept, both in modern styling and in fully- 
automatic push button operation. 








Have your secretary mail the coupon below 
for this special material on new “bank of the 
future” equipment. We'll rush it to you in time 
for that meeting you have coming up. 












IF IT’S MOSLER ... IT'S SAFE 


* Mosler Safe ““7 


World’s largest builders of safes and bank vaults . . . 
Mosler built the U.S, Gold Storage Vaults and the famous 
bank vaults that withstood the Atomic Bomb at Hiroshima 











The Mosler Safe Company, Dept.I-6 
320 Fifth Avenue, New York 1, N. Y. 






Please send me, free and without obligation, the three new full-color 
brochures which describe and illustrate Mosler’s latest developments 
for the “bank of the future.” 
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Prox TIME TO TIME, bankers 
speculate as to how effective the 
FDIC will be in the event of a 
serious depression. This of course 
assumes a depression of the 1933 
variety. 

When a 1933 happens, just 
what takes place, as far as banks 
are concerned ? 

First, the very weak banks 
begin to fail. These are widely 
scattered as a rule and while they 
cause nervousness, it is pretty 
much a loca! situation. As the de- 
pression deepens, more banks feel 
the pinch and more close. Confi- 
dence begins to slip on a broader 
level, fear feeds on itself, the thing 
snowballs and the holocaust is on. 
Such was 1933. 

What about the next depres- 
sion? The key to the situation is 
preventing those first few weak 
banks from closing. If those first 
failures don’t happen, and cer- 
tainly they won’t with FDIC in the 
picture, John Q. Public’s confi- 
dence will remain 100%, the 
banks will go on as usual and 
everybody will be happy. As far 
as the public is concerned, all will 
be serene. 

All may not be lovely with the 
bankers. There will be losses and 
charge-offs, collection problems 
and headaches of sundry and vari- 
ous kinds. The FDIC may be 
forced to take up losses in some 
cases, arrange mergers, liquidate 
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banks and do other things to fa- 
cilitate the situation. 
Must Avoid Failures 

But if there are no failures, or 
if the depositors are paid out im- 
mediately in the event of one, con- 
fidence will be retained and there 
will be no repetition of 1933. Bank 
failures added to the severity of 
the last depression and if they can 
be avoided in the next, this in it- 
self would reduce its extent. 

The average man on the street 
probably believes the government 
guarantees bank deposits up to 
$10,000. As it affects bank de- 
posits, it is easy to confuse the 
word “guarantee” and “insur- 
ance.” When a fire insurance com- 
pany issues a policy, it doesn’t 
guarantee that the building: won’t 
burn. It only insures against loss 
in case the building catches fire. 
The fire insurance company pro- 
motes fire prevention and tries to 
eliminate the danger before it hap- 
pens. So does FDIC, with exami- 
nation and supervision of various 
types. 

Worrying about FDIC is like 
worrying about your fire insur- 





ance. If all the buildings burn that 
a given company has insured, cer- 
tainly it will be serious — but 
likely it won’t happen. 

Banks Support FDIC 

FDIC was created by an act of 
Congress and originally the stock 
was subscribed by the Treasury 
and the Federal Reserve banks. 
This stock has long since been re- 
tired and the corporation operates 
now on the income received from 
banks, and that only. FDIC has 
assets of about one billion, six 
hundred million dollars. It can 
borrow another three billion from 
the Treasury in time of stress, and 
this should be adequate. In the 20 
years FDIC has operated, it has 
dispersed some two hundred 
eighty million dollars to protect 
deposits in some 400 banks. 

If the banks are not subjected to 
withdrawals caused by fear, but 
only the shrink that comes with 
low earnings and hard times, liqui- 
dation can be orderly and many 
lines worked out leisurely without 
loss. The individual bank, even 
though heavy on slow, work-out 
paper, could continue to make 
loans in nominal amounts, would 
earn money and in general make 
a contribution to the economy of 
the community. 

Many Favorable Factors 

The solution as far as banks are 
concerned in the next depression 
lies in FDIC’s ability to keep the 
early failures from happening. 
With the experience gained from 
the last depression, the preventive 
methods that have been in effect 
for years, with a trained staff, an 
organization with 20 years’ experi- 
ence and resources and borrowing 
power approaching five billion 
dollars, FDIC should handle the 
situation without difficulty. It is 
important to note that almost none 
of these listed items were in effect 
prior to the last depression. 

The existence of FDIC will be 
one of the factors that will help 
prevent the very depression we 
worry about. END 
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Branch-Banking...A Problem, 
A Challenge, and a Solution 


0). OF THE most controversial sub- 
jects in banking circles is branch- 
banking. 


Unfortunately, too few bankers un- 
derstand the real problem and the 
implicating factors contained in the 
question. At first glance this might 
seem to be a reflection on the intelli- 
gence of active bankers, who should 
know what is going on. Careful and 
open-minded analysis of the problem 
piece-by-piece, however, brings us to 
the inescapable conclusion that the 
question of branch-banking is noth- 
ing more than a one-piece coverall 
used to hide a multitude of banking 
problems which we as bankers re- 
fused to acknowledge and take steps 
to solve when these problem-children 
were in their infancy. 


Now that they have grown up and 
we must decide what to do with them, 
we want to disown them or pass them 
on to someone else. 


To a great extent, these present 
problems are the result of our own 
inertia. They are the result of our 
failure over the years to take the 
proper steps to control—if not elimi- 
nate—the threats to the independent 
banking system. Now we must face 
the situation, make a decision, and 
bear the consequences. 


We can, however, only face the 
situation if we are willing to be real- 
istic, be honest with ourselves, know 
what our several problems are, and 
solve them by applying remedial 
solutions to the individual problems. 


Must Go to the Source 


Juvenile delinquency is not stopped 
by taking away the movies or the 
automobile, or by imposing curfews. 
It is stopped by finding out the cause 
of the delinquency and correcting it 
at its source. It is done by improv- 
ing relationships at home, at school, 
and at church. 
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The problems in connection with 
branch-banking likewise must be 
solved at the source. Now, what is 
the source of our branch-banking 
problems? The source, it seems to 
me upon careful analysis, is com- 
posed of three distinct rivulets which 
must be effectively dammed if the 
problem itself is to be dried up. 


Here Are Three 

These rivulets and their confusing 
complexes are: 

1. Need for furnishing adequate 
banking facilities to small communi- 
ties, or areas in the process of de- 
velopment, where the establishing of 
a bank would contribute to the eco- 
nomic growth of the community or 
area. 


2. Some vehicle whereby principal 
officer-stockholders of banks — gen- 
erally men who have acquired a sub- 
stantial estate represented by large 
holdings of stock in the bank — 
could dispose of their holdings with- 
out resorting to mergers or liquida- 
tion; or being forced in old age, in 
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order to protect their estate, to dis- 
pose of their holdings to persons 
whose aims often are inimical to the 
best interests of the banking business 
and the community. 

3. Aggressive recognition of the 
need for inducing the right caliber of 
man to enter the banking business as 
a career, and for properly training 
successor-management. 

As to supplying the need for fur- 
nishing adequate banking services . . . 

It is quite true that today many 
communities all over the country are 
without banking facilities. On the 
other hand, the organizing capital 
requirements are, in many instances, 
too high; the community cannot raise 
the money, and because of initial 
limited earnings and the tax bite, 
there is little inducement to attract 
the right caliber of man. 

In addition, there are limited local 
opportunities to invest the deposits 
in earning assets. It would be years 
before a bank thoroughly organized 
under such circumstances would be 
on a profitable basis. In the mean- 
time, would the right type of per- 
sonnel be willing to go along on a 
meager salary? 

I doubt it. It is of importance to 
comment, however, that under such 
circumstances, neither would branch- 
banking supply the need. Generally, 
banks do not open branches in a 
territory unless the business in the 
territory is sufficient for the bank to 
operate the branch at a profit, or at 
least at the break-even point. 


Providing the Means 

As to providing the means or 
vehicle whereby the principal officer- 
stockholder could dispose of his large 
stockholdings ... . 

Throughout the country today we 
have many situations born of the de- 
pression of the °30s, in which men 
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have given “the best years of their 
lives” to the building-up of a busi- 
ness. Where they were engaged in a 
commercial enterprise, they have been 
compensated for their efforts by 
being able to withdraw profits in the 
form of salary, dividends and other 
“rewards”. 


Where they were engaged in bank- 
ing, however, they have been com- 
pelled — in most instances by the 
need for capital commensurate with 
the deposit liabilities of their bank — 
to retain the earnings as declared 
capital or in undistributed surplus 
and undivided profits. As a result, 
the profits and the rewards of their 
efforts today are represented by the 
increase in the book value of their 
stockholdings. 


The upswing in business since the 
depression days of the ’30s, plus the 
inflationary factors since then which 
have become part of our national 
economy, have constantly increased 
bank deposits faster than earnings 
could supply the additional capital, 
so as to maintain conservative capital- 
deposit ratios. This has resulted in 
banks’ continually being pressed to 
increase their capital accounts and 
has not permitted a distribution of 
profits in the usual course of busi- 
ness. 


Taxes Hit Hard 


Another adverse effect of this situ- 
ation has been the constant increase 
in income tax rates, which has 
syphoned off bank earnings to an un- 
warranted degree. 


The tax rates and rate of dividends 
paid out per share of stock based on 
book value, have not made bank 
stocks in recent years in the medium 
and small bank, attractive from an 
investment standpoint. The execu- 
tives of such banks have found it 
almost impossible to obtain new 
capital and have been forced to re- 
tain earnings in order to build up 
the capital accounts. This problem 
has a solution, as it is expected that 
ultimately capital-deposit ratios will 
be sufficient so that the rate of divi- 
dend paid will be commensurate with 
an equitable rate of return based on 
book value. 
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As a result of these factors, we 
find many bank presidents who have 
the greater portion of their estate in 
stock of their own bank. Many of 
these men are in their 60s and would 
like to retire or find some sensible 
answer to their estate problems. They 
would like to suitably arrange their 
financial affairs so that in the event 
of their death, their estate would 
have sufficient diversification and 
cash means with which to provide 
payment of estate taxes without 
forced liquidation of their bank 
shares. They would also like to leave 
their beneficiaries the residue of an 
estate capable of being managed 
from an investment — and not from 
an active management — standpoint. 

What objection, you might ask, is 
there in having someone continue to 
run the bank, or in selling out your 
interest to one of the other officers? 

A good question — but one with a 
very definite answer. In the first 
instance, most small banks do not 
have a Number 2 man qualified to 
assume full responsibility for manag- 





ing the bank. If he is qualified, he 
would be reluctant to devote his life 
to managing the bank for others un- 
less arrangements (often prohibi- 
tive) could be made to compensate 
him for services rendered in be- 
half of the estate. 

In the second instance, while there 
are many capable men in the banking 
business to whom this type of ar- 
rangement might appeal, there are 
few men in banking today with suffi- 
cient means to purchase a substantial 
block of bank stock. Under present 
tax laws it has been virtually im- 
possible for a bank officer on a nomi- 
nal salary (and some are not even 
nominal) and with family respon- 
sibilities, to acquire sufficient means 
to buy up the stockholdings of the 
principal officer-stockholder. 

Even if he were able to borrow the 
money, it must be remembered that 
whatever sum he would be able to 
apply toward the purchase price or 
debt retirement from salary or divi- 
dends, would be after taxes. 

It must be remembered, too, that in 
nearly all cases the present price of 
the stock includes undistributed earn- 
ings which have increased the book 
value of the stock away beyond its 
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“We got our guaranteed annual wage. 
Now all we have to do is find a guar- 
anteed annual factory!” 











par value. This in itself is a deter- 
rent, for while the dividend rate per 
share might be 6%, the return on the 
price a purchaser would have to pay 
at the present time might represent a 
return of perhaps 144% or 2%, 
which is much less than the interest 
he would have to pay for the money 
borrowed to buy the stock. 


Three Alternatives 


Under these present circumstances, 
the officer-stockholder has three 
choices: 

1. He can liquidate his bank. 
(Many are doing it). 

2. He can dispose of his holdings 
to anyone who has the money, with- 
out real concern as to the character 
of the purchaser, his motives, the 
position of the other stockholders, or 
the welfare of his associates or com- 
munity. 

3. He can merge or consolidate 
with another bank under circum- 
stances that will permit him to dis- 
pose of a large portion of his hold- 
ings, free himself from burdensome 
responsibilities, and — most import- 
ant — assure himself of a substantial 
salary while he remains active, and a 
nice pension at retirement age. 

Liquidation, while a means to an 
end, is in many instances grossly un- 
fair because it not only deprives a 
community of banking facilities but 
compels loyal employees and asso- 
ciates to seek other means of liveli- 
hood. 

While it is the right and privilege 
of every man to dispose of his pos- 
sessions as he sees fit, yet unless the 
person or persons who purchase the 


June 1955 





DALBY’s DIRECTORY 


. A National Directory of the Financial and Business Editors, 
Columnists, Writers and Investment Portfolio Managers 
Whose Opinions and Decisions Largely Affect Valuations 
of Investments and Determination of Business Policies. 


TABLE OF CONTENTS: 


I—Financial and Business Editors of 
418 Daily Newspapers 
5 General News Weeklies 


5 of and C ce 
7 National Press Services 
9 Syndicated Business and Financial Columns 
IIl—Editors, Columnists and Writers for 
9 Daily Financial and Business Newspapers 
16 Financial Publications 
9 Financial Trade Papers 
33 National and Regional Bank Journals 
34 National and Regional Insurance Journals 
I1I—Brokerage Firm Market Letter Writers for 
122 Member Firms of All Stock Exchanges 
IV—Editors and Writers for 
81 Financial Advisory Bulletins, Investment Services 
and Financial Statistical Manuals 
30 General Weekly and Monthly Newsletters 
V—Administrative and Research Officers of 
111 Investment Trusts and Mutual Funds 


% $25.00 PER COPY POSTPAID 


Including Supplements to Keep Listings Up-to-Date During the 
Following Twelve Months (check or money order accepted). 


HENRY B. DALBY, INC. 


P. O. BOX NO. 1017, GREENWICH, CONNECTICUT 
Money Promptly Refunded If Not Entirely Satisfied 























General Pass Book Company 


40 MERCHANT STREET - STE. GENEVIEVE, MO. 
Manufacturers of Pass Books and Check Covers 


Commercial Books Pocket Check Covers 

Savings Books 3-to-page Check Covers 

Machine Posting Books Special covers of all kinds. 
oo) 


Equipped to manufacture covers made of: . 
PLASTIC, IMITATION LEATHER, VELLUM DELUXE CLOTH AND OTHER MATERIALS 


e 
Prices and samples cheerfully submitted. 




















| ev” OFFICE FURNITURE... 


| @ CORRECT 
OFFICE 
INTERIORS 


Our servicg covers every- 
thing from minor detail to 
architectural designing, com- 
plete decor, color harmony 
and furnishings. 


JACOBSONS 


219 SOUTH STH ST. 
Telephone MAin 8828 
MINNEAPOLIS, MINNESOTA 











Page Twenty-one 





A PROBLEM 


AND A SOLUTION 


(Continued from Page 21) 





large holdings of an officer-stock- 
holder are men of integrity and hon- 
esty, a gross injustice often is perpe- 
trated on the other stockholders, 
depositors, associates, and often the 
community. 

The merging or consolidation of 
one bank with another provides an- 
other opportunity of estate liquida- 
tion. Yet such a step in states which 
do not permit branch-banking only 
accentuates the problem of providing 
adequate banking facilities to needy 
communities. In states which permit 
branch-banking, such a move reduces 
the opportunity to develop financial 
leaders, removes one more support- 
ing pillar in the free enterprise 
system, and provides banking service 
without the interest of community 
development or contribution. 


Vital to a Community 


There is no doubt that the supply- 
ing of banking facilities is a neces- 
sary adjunct of community, com- 
mercial, and industrial development. 
In order to properly develop, each 
community should have banking fa- 
cilities available in the same manner 
that light, power, telephone, mail, 
and transportation services are avail- 
able. 

It is incumbent on a bank, how- 
ever, if it is to justify its existence, to 
discharge its responsibilities of ren- 
dering financial services and provid- 
ing credit facilities to people of the 
community at a profit. It also is in- 
cumbent on such a bank to operate 
profitably, so that stockholders may 
obtain a fair return on their invest- 
ment, and—just as important—that 
personnel may be properly compen- 
sated for work performed. 


Under present circumstances it is 
not economically sound to organize 
a bank just to supply service and the 
needs of the community. Many com- 
munities are not sufficiently large to 
support a bank, even though it would 
benefit the community to have bank- 
ing facilities. On the other hand, 
branch-banking privileges would not 
permit these needs to be supplied, 
because the community could not 
profitably support a branch. 

















There is little question in my mind 
that branch-banking in the major 
cities is warranted because of shifts 
in population, decentralization of 
business, and other economic factors. 
I do not believe, however, that the 
operation of branches outside of the 
immediate service area of the head- 
office should be permitted. They are 
not needed, nor is their establishment 
economically sound. The permitting 
of branches within a controlled area 
of a metropolitan city, based on 
population and need, would have 


many mutual advantages and few, if 
any, honest disadvantages. 

It is to be deplored that the ques- 
tion of branch-banking is beclouded 
by certain groups of bankers be- 
cause of selfish purposes, and in 
some cases by complete disregard for 
economic factors. The very fact that 
the setting-up of branches under cer- 
tain conditions would be highly de- 
sirable and advantageous from an 
economic point-of-view, even though 
at first glance it would appear to act 
to a limited degree and for a short 
time against the unit banking system, 
does not warrant the wholesale in- 
dictment of branch-banking. 

At the present time the issue is be- 
clouded because of the separate in- 
terests and confused purposes of the 
following groups: 


Some Road Blocks 


1. Large city banks which would 
like to merge in order to gain de- 
posits and be “the biggest bank in 
town” — (prestige-conscious) . 

2. Large city banks which merge 
because of the advantages of man- 
agement and increased capital which 
will permit them to alone supply the 
credit needs of their largest de- 
positors — (not withstanding the 
fact that a large company which has 
need of substantial lines of credit is 
shortsighted if it does all its busi- 
ness with one bank). 

3. Small-town independent unit 
banks which are unalterably opposed 
to branch-banking — (unless it could 
be theirs) . 

4. Bankers who own control or 
have a substantial stock interest in 
their bank who, under present cir- 
cumstances, are unable to dispose of 
their holdings or sell their interests. 
For them, the legalizing of branch- 
banking would enable them to sell 
their bank, thus arranging their 
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estate matters and their foreseeable 
future. 


Nowhere among these groups is 
there found the motivating factor of 
service, or the supplying of banking 
facilities. The motive is greed and 
personal advantage. 

Unfortunately — and this is where 
the trouble lies — any of the banks 
in the latter group, while giving lip- 
service to the unit banking system, 
secretly hope for the legalizing of 
branch-banking. 


Overtures Being Made 


There are few large city banks in 
states where branch-banking is not 
permitted—but is being talked about 
—who have not made overtures 
(subtle ones, to be sure) to strategi- 
cally-located outlying banks in their 
cities. If an honest poll were taken, 
I doubt that one bank could be found 
in any major city which has not had 
at least two offers for a takeover in 
the event branch-banking is legalized. 
Further, the banks approached are 
receptive. 


In a great many instances, their 
ostensible advocating of the unit in- 
dependent banking system is merely 
a subterfuge. There is not one bank 
that I know of which would not sell 
out tomorrow at the right price and 
under the proper circumstances. 


I am in wholehearted support of 
the banker located in the smaller 
town, in his stand against branch- 
banking. He has a real problem, for 
in his case, should statewide or 
countywide branch-banking be legal- 
ized, he has little, if any, recourse 
except to sell out, or be in competi- 
tion with the branch of a major-city 


bank. 


Issue Can Be Resolved 


Such a development would not be 
in the best interests of the com- 
munity, as branches, while supplying 
service, are not an integral part of 
the life and progress of a community. 
If this statement appears to be in 
error, analyze the contributions any 
chain store has made to the town or 
community it serves. They have no 
roots except. in the town in which 
their main office is located. 

The present conflict of interests 
can be resolved, however, at least to 
the degree that opponents of the 
matter can draw up battle-lines and 
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SECOND MAN WANTED 
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eastern North Dakota. A man with some loan 
and insurance experience preferred. Write 
Box 208, c/o The Independent Banker, 625 
Second Avenue South, Minneapolis 2, Minne- 
sota. 
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determine where the strength really 
lies. 


The small independent banker at 
the present time is dependent on his 
association, and, to a greater extent, 
on the power and influence of his 
big-city correspondent to prevent ad- 
verse banking legislation from being 
passed. Many country bankers do not 
really know where their city cor- 
respondent stands on the question of 
branch-banking. In many cases they 
have written their correspondent, 
asking them to state their position. 
Answers have been either hedged or 
evasive, and in most instances replies 
have been made by telephone in care- 
fully-couched terms. Big-city banks 
are reluctant to take a definite stand 
because of the effect it might have 
on their correspondent bank relation- 
ships. 


One of the ways to bring this ques- 
tion into the open is for the country 
banks to write their city correspond- 
ents which have great influence in 
their state legislatures and in Wash- 
ington, to quit straddling the fence 
and commit themselves to a definite 
program. Only in this way can the 
rank-and-file of independent bankers 
know who their friends are. 


If they don’t like the stand of their 
correspondent, then they can make 
their position felt by choosing a cor- 
respondent whose position is in con- 
formance to their own. 


Here’s a Solution 


While this program would certainly 
disclose the strength of the respective 
forces; it would not provide a solu- 
tion to the real problem, which is the 
need for furnishing banking facilities 
to smaller communities which under 
present circumstances cannot support 
a bank — and the need for some 
vehicle’ which would enable officer- 
stockholders to dispose of their hold- 
ings without liquidating or merging, 
or provide continuity of the bank by 
enabling short-capital but otherwise 
qualified bankers to remain in the 
business. 


A possible solution would be 
through the formation of a state- 
owned corporation managed and di- 
rected by a board of directors, which 


would include representatives of the 
state banking department, Federal 
Deposit Insurance Corporation, and 
comptroller’s office. 

Such a corporation which would 
act in behalf of both state and na- 
tional banks in the manner provided 
under the articles of incorporation, 
would be empowered to: 


What It Could Do 


1. Purchase and hold for a fixed 
period of time, stock in a new state 
or national bank, organized in a com- 
munity where the need for banking 
facilities was established, upon the 
written petition of a fixed percentage 
of registered voters. This would be 
with the understanding that within a 
fixed period of time and upon other 
conditions, the stock held by the cor- 
poration would be sold to residents 
of the community, others who would 
become bona fide stockholders and 
investors in the bank. The amount of 
capital subscribed would be governed 
by present statutory requirements, 
but the participation by the corpora- 
tion determined by agreement and 
circumstances. 

2. Grant a temporary license to an 
already-established bank in the same 
or adjacent town, to provide tem- 
porary banking facilities to a new 
community by means of a mobile 
unit. Such permit would be with the 
understanding that a unit bank must 
be organized within a period of time, 
or whenever the population reached 
a certain figure. 


3. Purchase and hold for a period 
of time, blocks of stock in an estab- 
lished bank to enable the controlling 
or officer-stockholder to dispose of 
his holdings without liquidating the 
bank or selling out to persons of 
questionable character. 


4. Supply temporary management 
and have full approval of permanent 
management where the corporation 
held working control. Under such an 
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arrangement, it would be possible 
for qualified and capable bankers 
who did not have the immediate nec- 
essary capital, to manage such a 
bank and be permitted over a period 
of time to work out a program to 
place the stock with individual share- 
holders. 

If, in addition to encouraging the 
adoption of this or a similar plan, 
the bankers who at present are un- 
alterably opposed to branch-banking 
in any form would realistically rec- 
ognize the problems incidental to de- 
centralization of population and in- 
dustry, and, in the interests of our 
free enterprise system, approve the 
establishing of branches within city 
boundaries on a restricted basis by 
banks located in that city, so as to 
serve their clients, the present prob- 
lems of branch-banking would be 
solved. 

In addition, it is felt that such an 
approach, by unifying all of the 
banks in a common and acceptable 
program, would provide a_ unified 
front against the chain-banking or 
holding-company vehicles and their 


inherent evils. 
* 


The problem in connection with 
the “aggressive recognition of the 
need for inducing the right caliber of 
man to enter the banking business as 
a career and for properly training 
successor-management”’ is a subject in 
itself. It, too, is a challenge and has 
a solution. It will be the subject of 
another article in the July issue. END 


Southern California 
Independents Meet 


N OVER-ALL panel discussion of gen- 
eral banking problems featured a 
recent dinner meeting of the Inde- 
pendent Bankers Association of South- 
ern California, in Los Angeles. The 
popularity of these panel discussions 
of practical operating matters was 
again demonstrated by an attendance 
of over 160 Southland community 
bankers. 

Donald V. Miller, executive vice 
president of the Union National Bank 
of Pasadena, association president, 
was toastmaster. Moderator of the 
panel program was G. R. Ginn, cash- 
ier of County National Bank & Trust 
Company of Santa Barbara. 

Discussions covered credit, opera- 
tions, personnel, and public relations. 

END 
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If it weren't for brand names 


You’d have to be a doctor 
to buy the right baby food 


You’re fussier about a baby 
than anyone else in the family. 

You shield him from drafts, 
boil his dishes, measure his 
meals by ounces. 

Yet you don’t hesitate to let 
strangers fix his food! You buy 
it in cans or jars at your grocer’s. 
And you know you’re right. 

How can you be so sure? In 
fact—how can you be sure about 
anything you buy? Isn’t it be- 
cause you’ve learned the basic 
rule of safe and sound buying: 


A good brand 

is your best guarantee 
No matter what kind of a prod- 
uct you want to buy, yeu know 
you can trust a good brand. You 
know the company stands back 
of it because its reputation is 
at stake. And so—you know 
you are right. 

The more good brands you 
know, the better you buy. Get 
to know them in this magazine. 
You'll cut buying mistakes—get 
more for your shopping dollar. 


BRAND NAMES FOUNDATION 
Incorporated 


A Non-Profit Educational Foundation 
37 West 57th St., New York 19, N.Y. 


A GOOD BRAND 


1S YOUR BEST GUARANTEE 
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AN INDEPENDENT BANK 





OUR EMBLEM is our guarantee of service for your Bank ... just as it 
is our pledge of sound, independent banking for individuals, corpora- 
tions, families, churches and other organizations of Greater Detroit and 
Michigan . . . the entire Commonwealth which we are proud to serve. 


ASSETS OVER $329,000,000.00 





DETROIT, MICHIGAN 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


MEMBERS: INDEPENDENT BANKERS ASSOCIATION 
Michigan Bankers Association and American Bankers Association 
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Two |. B. A. Members 
In A. B. A. Contest 


A. INDEPENDENT BANKER will be the next vice president of the American 


Bankers Association. 


Both candidates for the honor are key officials of member banks of the 
Independent Bankers Association of America. Both enjoy heavy support from 


the I. B. A. membership ranks. 


The issue will be decided at the A. B. A.’s annual convention in Chicago 


next September 25-28. 
later. 


Election automatically leads to the presidency a year 


The Candidates 


Georgia’s Erle 
Cocke, vice chair- 
man of the board 
of the Fulton Na- 
tional Bank of 
Atlanta, is pre- 
sented by his 
banker friends as 
“a staunch inde- 
pendent banker, 
with one of the 
largest independ- 
ent banks in Georgia.” 





MR. COCKE 


Mr. Cocke currently is a member 
of the A. B. A.’s executive council, of 
its committee on government bor- 
rowing, and of its federal legislative 
council. He is chairman of the 
Georgia Bankers Association’s fed- 
eral legislative committee and has 
held many important posts in that 
organization. He is a former presi- 
dent of the Atlanta Clearinghouse 
Association. 


South Caro- 
lina’s Harry M. 
Arthur, presi- 
dent of the Ar- 
thur State Bank, 
Union, repre- 
sents his state on 
the I. B. A.’s ex- 
ecutive council, 
and last year was 
president of the 
A. B. A.’s huge 
state bank division. 

Mr. Arthur is well and widely 
known among members of both 
A. B. A. and [. B. A. and among 
government officials and agencies in 
Washington, where he has testified 
frequently at important hearings of 
the banking committees of Congress. 
Colonel Arthur enjoys a reputation 
as a top banker and vigorous de- 





MR. ARTHUR 


fender of the status of the independ- 


ent bank. 


The Future 

In response to the suggestions of readers, THE INDEPENDENT BANKER is 
inviting both Mr. Cocke and Colonel Arthur to prepare for this magazine’s 
nationwide audience of banker-readers their views on the subject tentatively 
entitled “The Most Important Role for the A. B. A. to Play”. 

Obviously, the American Bankers Association will continue with its tradi- 
tionally broad program of operation, but bankers increasingly are suggesting 
that some forward-looking basic objectives are worthy of particular emphasis 


and. special attention by the A. B. A. in the immediate future. 


What special 


objectives should the A. B. A, underscore? 


This question is being asked of both candidates for vice president, and 
THe INDEPENDENT BANKER hopes to be able to present their replies in the 


July issue. 


50 YEARS OF CONFIDENTIAL DIGNIFIED SERVICE 








ZF The Old Reliahle — 
CHARLES E. WALTERS CO. 


1313 FIRST NATIONAL BANK BUILDING OMAHA, MEER. 





END 





ARE YOUR 


DIRECTORS 
READING 
The Independent Banker? 








ee ee 
Will Your Business 


DIE 
With You? 





As a banker, have you been think- 
ing about asking some of your 
customers the above question...? 


. but hesitated, because you 
lacked information on how others 
had solved their problems of 
ESTATE TAXES and SUC- 
CESSION OF MANAGEMENT 
AND OWNERSHIP? 


Inquiries invited in behalf of 
businesses with net worths 
above $150,000. 


Barry & Company, Inc. 


R. H. BARRY, President 
341 Leesburg Pike 
Falls Church, Virginia 
Phone Washington, D. C. — JE 3-3547 
or 
121 - 15th Avenue North 
Fargo, North Dakota 




















IT’S READY 


of lth 5 
Darectory 


MARCH 1955 EDITION 


December 31, 1954 state- 
ment, officers, directors, 
correspondents, transit 
number, check routing 
symbol, phone number and 
other pertinent data. 

Similarly complete data 
reported for banks every- 
where. Also, listings of 


Latest 
Data 





Investment Dealers and 
Insurance Companies op- 
erating in the United 
States and Canada. 
ORDER TODAY 
March ‘55 issue 
only $27.50 


(Includes 6 months Revision Service) 


[ ] March issue yearly, 
5 years. $20.00 yearly 


(Includes Revision Service yearly) 


L. POLK & CO. 


Publishers since 1870 


130 Fourth Avenue North 
Nashville 3, Tennessee 
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Rooney, NORTH DAKOTA—Only 
still-active charter member of the 
local Lions club to be present at the 
organization’s recent 30th anniver- 
sary was E. G. Bloedow, active presi- 
dent of the Security National Bank 
for the past 30 years. Mr. Bloedow 
was presented with a desk pen set, 
suitably inscribed, and he in turn 
presented the club with a duplicate 
charter, the original having been lost. 


Mr. Bloedow has been treasurer 
of the local school district for 25 
years, secretary of the local Masonic 
order during the same period, and is 
former county chairman of the 
American Red Cross. 


Lions club members were wel- 
comed by Mayor S. G. Nagel, himself 
a Lion for more than a quarter- 
century, and a director of the Se- 
curity National Bank. 

Judge A. G. Porter of LaMoure, 
another charter member of the local 
club, and the Security National 
Bank’s board chairman, also attended 
the celebration. 


* * * 


Grand Junction, Colorado—Harry 
A. Thornton has 
assumed duties as 
assistant vice 
president in the 
real estate loan de- 
partment of the 
United States Bank 
of Grand Junction. 
He has had 16 
years’ experience 
- in the loan and 
MR. THORNTON = finance business. 
* * * 
Alexandria, Lovisiana—Fffective 
May 1, the name of the Alexandria 
Air Force Base here was changed to 
England Air Force Base. J. Az 
Taylor, vice president of Rapides 
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E. G. BLOEDOW (right), president of the 


Security National Bank, Edgeley, North 
Dakota, receives gift from President R. C. 
Christianson of the local Lions club, of which 
he is the only active charter member. (See 
accompanying story) 


Bank & Trust Company in Alexand- 
ria, tells THe INDEPENDENT BANKER: 
“This affects our air base facility in 
that all our items are changed to 
read England Air Force Base Facility 
in place of Alexandria Air Force 


Base Facility”. 
* * * 


Crestview, Florida — The Bank of 
Crestview, which has served this com- 
munity since December 1918, has be- 
come a member of the Federal Re- 
serve system. Capital stock is $100,- 
000; surplus and undivided profits, 
$95,000; deposits, $4-million. 

Officers are C. B. McLeod, presi- 
dent; M. L. Campbell, executive vice 
president; A. B. Moore and Mrs. 
Virginia McLeod, vice presidents; 
Ralph Baggett, cashier; Miss M. B. 
Anderson, Mrs. Margaret Holmes and 
Mrs. N. J. Matros, assistant cashiers, 
and Alex Clemmons, farm representa- 
tive. 





Tulsa, Oklahoma — Richard A. 
Wagner has been elected a vice presi- 
dent and head of the correspondent 
bank department of the First Na- 
tional Bank & Trust Company of 
Tulsa. He succeeds Harry C. Lane as 
head of the department. Mr. Lane 
left the bank May 13 to become a vice 
president of the First National Bank 
of Wichita Falls, Texas. 

Mr. Wagner, a 20-year employee, 
started at the First National as a mes- 
senger boy, has been a member of the 
correspondent section for six years, 
graduated last Summer from the 


_ school of banking at the University 


of Wisconsin. 
— * * 


Chester, Illinois — Capital stock 
of the Buena Vista National Bank of 
Chester has been increased from 
$50,000 to $100,000 by declaration 
of a 100% stock dividend out of re- 
serves and undivided profits. Par 
value of the capital stock was reduced 
to $50 per share, reports Cashier A. 
G. Koopman. 


* * * 


Los Angeles, California — The 
board of directors 
of the Union Bank 
& Trust Company 
of Los Angeles re- 
cently elected War- 
ren P. Tenney vice 
president; James 
E. Tweedt and 
Merth E. Morten- 
son, assistant 
cashiers, and 
Robert E. Fairfax, 
assistant trust officer. 





MR. MORTENSON 


* * * 
Colorado Springs, Colorado—The 
First National Bank of Colorado 
Springs has awarded contracts for 
construction of a new four-story 
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building to be erected on the present 
bank site. President H. Chase Stone 
reports that construction is under 
way. 

The building will provide 65,000 
square feet of floor space, will be 
built of reinforced concrete frame 
with a “skin-wall” of vertical alumi- 
num strips and porcelain steel panels. 
Construction will allow for addition 
of four stories in the future. 

During the period of demolition of 
the present building and the con- 
struction work, the bank is operating 
in temporary quarters a half-block 
south of the main site. Construction 
work is estimated to take between 12 
and 18 months. 

* + + 

Barron, Wisconsin — Friends and 
neighbors of the Bank of Barron 
were here in large numbers on Satur- 
day, April 30, to participate in the 
institution’s observance of its 70th 
anniversary. 


“Open house” festivities were con- 
ducted from 4:00 to 8:30 p.m. as the 
officers, directors and employees en- 
tertained the throng of guests. 

* * * 


Hecla, South Dakota—Charles B. 
Johnson has taken over the manage- 
ment of the First National Bank of 
Hecla in place of George E. Lane, it 
is reported by President Preston W. 
Scott, 





C. C. MORRIS (center), chairman of the executive committee of the Exchange National Bank, 


Meadville, Pennsylvania — “A 
Page From History” is the intriguing 
title of the attractive 90th anniversary 
souvenir booklet just published by 
Merchants National Bank & Trust 
Company, Meadville. It is the “story 
of the bank”, interestingly told and 
generously illustrated. President John 
D. Bainer wrote a “foreword”, pay- 
ing tribute to the bank’s own people 
and to the community for its long 
history of progress and success. 

* * * 

Coldwater, Michigan — Pictures 
of the bank building as it was in 
1872 and with today’s “new look”, 
plus those of the key staff men, high- 
lighted the full-page newspaper ad 
recently run by the Southern Michi- 
gan National Bank, Coldwater, to 
present its current statement. 

As a group, the bank’s officers have 
had a total of 172 years’ practical 
banking experience. They are: 

H. K. Syder, president and trust 
officer; Harold E. Pierce, vice presi- 
dent; Lester F. Wise, assistant vice 
president; Howard E. Lees, cashier; 
Helen Cochrane, trust officer and 
assistant cashier, and William H. 
Sweet, Charles Fisher and Gerald 
Gentry, assistant cashiers. 

* * * 

Colorado Springs, Colorado — A 
colorful cake was presented to C. C. 
Morris, chairman of the executive 
committee and director of the Ex- 
change National Bank of Colorado 





Colorado Springs, with the cake given him for his 76th birthday (see accompanying story). With 
him are President J. D. Ackerman and Mrs. Dorothy Weinberger, executive secretary. 
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Springs at a staff party in honor of 
his 76th birthday and the completion 
of 55 years’ service with the bank. 
President J. D. Ackerman made the 
presentation. 

Born at Fountain City, Indiana on 
April 17, 1879, Mr. Morris received 
his education at Wichita, Kansas and 
in this city’s high schools and in 
Colorado College. He joined the 
staff of the Exchange National Bank 
in 1900, and has served as messenger, 
bookkeeper, teller, assistant cashier, 
cashier and vice president, and was 
president in 1940-1949. He also has 
long been prominent in civic affairs. 

. * * * 

Chicago, Illinois — Louis E. Cor- 
rington, Jr., identified with the 
American National Bank & Trust 
Company of Chi- 
cago for the past 
15 years, has 
been elected vice 
president by the 
South East Na- 
tional Bank of 
Chicago, and as- 
sumed his new 
duties May 1, re- 
ports President 
Clarence A. Beu- 
tel of the latter institution. 

Resident of the city’s South side 
for many years, Mr. Corrington is a 
member of the South Shore Country 
club and the Bryn Mawr Community 
church, as well as the Junior Associa- 
tion of Commerce and Illinois Asso- 
ciation of Commerce. He received 
his education in the city’s schools and 
the American Institute of Banking. 

In World War II, Mr. Corrington 
served as an Air Force officer for 
four years. He joined the American 
National Bank in 1940, and in 1951 
entered the correspondent bank divi- 
sion, representing the bank in Illinois, 
Indiana, Michigan and Kentucky. 

7 + . 

Cumberland, Wisconsin—Richard 
A. Quinn, who has been with the 
Northwestern State Bank of Cumber- 
land for the past four years, has ac- 
cepted a position with the Federal 
Deposit Insurance Corporation as an 
examiner. He is presently located in 
Michigan. 

William R. Quinn, Dick’s older 
(and only) brother, has been with 
the FDIC for four years, currently 
headquartering at La Crosse, Wis- 
consin. 





MR. CORRINGTON 
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AROUND THE NATION 


(Continued from Page 29) 





McKeesport, Pennsylvania — 
Newly-elected vice president of the 
First National Bank of McKeesport is 


Louis H. Sed- 
lacek, who re- 
signed __ effective 


April 17 as chief 
national bank ex- 
aminer of the 
Fourth Federal 
Reserve district, 





Cleveland. 
Clarence B. 
Redman, _ assist- 


MR. SEDLACEK 


ant chief exam- 
iner in the Washington office, was 
named to succeed Mr. Sedlacek at 
Cleveland. 

Mr. Sedlacek completed 32 years’ 
service with the examining division 
of the comptroller of the currency, 
and was chief examiner of the Fourth 
district since October 1, 1944. He 
was deputy comptroller of the cur- 
rency in Washington from August 
1941 to October 1944, and chief of 
the reorganization division in the 
Washington office during the national 
moratorium in 1933. As such, he was 
in charge of developing plans for the 
reorganization of the 1,417 banks for 
which conservators had been ap- 
pointed. 

Upon completion of that emer- 
gency assignment, he was transferred 
to the 12th (San Francisco) district. 

On January 1, 1939, he was pro- 
moted to the position of chief na- 
tional bank examiner of the Ninth 
(Minneapolis) district, where he 
served until made deputy comptroller 
in 1941. 

He first entered the service of the 
office of the comptroller on April 1, 
1923, as a receiver’s clerk in the 
early liquidation of the First National 
Bank of Gregory, South Dakota. A 
year later he was appointed assistant 
national bank examiner in the Ninth 


district. 
* * od 


Springfield, Illinois — Total re- 
sources and total deposits of Illinois 
state banks hit their all-time highs at 
the year-end, it is reported by State 
Auditor Orville E. Hodge. 

The 522 banks had total resources 
last December 31 of $4,574,290,747 
and total deposits of $4,280,116,790. 
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Those figures compare with $4,362.- 
567,800 and $4,096,541,154, respec- 
tively, for 514 banks a year earlier. 

* * * 


Salida, Colorado — S. W. San- 
dusky, president of the First National 
Bank of Salida, died April 14 at the 
age of 97. Mr. Sandusky had not 
been active in the bank for several 
months. 

* * *x 

Vermillion, South Dakota — A 
trust fund which will pay $1,000 
annually for music scholarships at 
the University of 
South Dakota 
here has been es- 
tablished by 
Charles E. Barkl, 
chairman of the 
board and 
former president 
of the Farmers & 
Merchants Bank 
of Huron. Dr. 
Warren M. Lee, 
dean of the college of fine arts at the 
university, hails the scholarships as a 
great and direct service to present 
and future students of music at the 
institution. 

The annual awards will be known 
as the Ronald Oakley Barkl Memorial 
Scholarships, in memory of Mr. 
Barkl’s son who died February 28, 


MR. BARKL 








1926, while a music student at the 
university. 

Charles E. Barkl was a university 
student in 1893-1894. Further com- 
menting on the service he has rend- 
ered, Dean Lee said that “establish- 
ment of the scholarships is not only 
a compliment to our department of 
music, college of fine arts, and the 
university, but it underlines the in- 
creasing emphasis being placed on 
the fine arts in contemporary 
society”. 

* * * 

Elmhurst, Illinois — Board of di- 
rectors of the Elmhurst National Bank 
on April 14 promoted Arthur W. 
Plass to assistant cashier and assist- 
ant secretary, it is reported by Presi- 
dent Donald M. Carlson. 

Mr. Plass became associated with 
the bank in 1946, has worked in most 
of its departments, at present is in 
charge of the installment loan de- 


partment. 
* * * 


Upper Darby, Pennsylvania — 
G. Lee Toole, cashier of Upper Darby 
National Bank (otherwise known as 
The Bank), has accepted an invita- 
tion to serve on the consumer credit 
committee at the Wharton School of 
Finance and Commerce, University of 
Pennsylvania. 

The committeemen will serve as 
mentors and counselors for the con- 
sumer credit courses now offered in 
the regular curriculum of both day 
and evening schools at the university. 

END 





WELLS FARGO BANK, San Francisco, has been awarded a “George Washington Honor 


Medal” by the Freedoms Foundation for its popular radio series, “Point of Law.” 
(From the left): 1. W. Hellman, bank president; Michel Lipman, creator and writer of 
the program; Arthur Hull Hayes, CBS vice president, and Burnham Enersen, president 


of the Bar Association of San Francisco. 
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Fiscal Inresponsibility 


The Constitutional amendment proposed by Senator 
Byrd would make it possible for the President to veto 
one or more items in an appropriation bill without be- 
ing forced to veto the entire measure. In a sense, this 
amendment is moving in the right direction toward fiscal 
responsibility, but we submit that another measure could 
be even better. 

We like the system which has long been the rule in 
Great Britain and in the overwhelming majority of the 
governments in the world today. Under such a system, 
briefly, the administrative branch holds the responsibility 
for proposing appropriations, while the legislative branch 
has the power to decrease or cancel (but not increase or 
create) any appropriation. This certainly strikes us as 
a sound principle of government. Thus, the legislative 
branch serves as the watchdog of the people’s treasury. 
Many of our own state governments follow this same 
sound principle. 

In our American system at the federal level, we have 
the tragedy of the President, the Senate, the House, and 
individual representatives and individual senators all 
competing with each other to see who can out-spend the 
taxpayers’ money. Our present enormous federal debt 
testifies to the fiscal irresponsibility of our system. 

Frankly, we don’t know if any Congress can be per- 
suaded to pass a Constitutional amendment that would 
deprive itself of increasing the President’s proposed ex- 
penditures. To make the amendment palatable, it could 
provide Congress the explicit power to return to any 
President an unbalanced budget with directions to re- 
duce its proposed total to some certain maximum. 

At any rate, our need is clear. Much more needs to 
be done in the direction of halting the lavish spending 
that has been going on in Washington. Perhaps the Byrd 
amendment, if passed, may offer some indirect solution. 

* * 


4 Newspaper Editor's 
Look at Ganking 


A recent issue of the Killdeer Herald, weekly news- 
paper published at Killdeer, North Dakota, editorialized 
on a conversation held at a recent newspaper convention: 

“Our conversation centered around the local bank, its 
value to the community, and its interest in community 
improvement. * * * We are fortunate in Dunn county 
to have two local banks. The local banker is resident of 
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the community, he knows his neighbors, their frailties, 
their potentialities, their hopes for the future. He is in 
a position to help them. 

“Contrast this with the situation in many small com- 
munities where the bank is owned and controlled by a 
‘parent’ bank. * * * The local man running the bank 
is seldom permitted to exercise full judgment in granting 
or denying loans. We lose personal touch with the bank, 
thus depriving us of its full value. After all, what par- 
ticular interest would a group in Minneapolis have in 
loans in Killdeer or Napoleon or New Salem? * * * 

“There is another feature. Locally-owned banks buy 
locally, or at least are in a position to do so. Banks 
owned by Eastern groups have their supplies furnished 
by big concerns which wine-and-dine them, take the 
order, and ship the supplies to an outlying town. This 
is far from a wholesome condition—having a so-called 
local business buying almost 100% ‘out of town.’ 

“It would take a small book to enumerate the values 
of a local bank. If you think otherwise, ask the farmers, 
ranchers and businessmen in communities where the bank 
is run by remote control. * * * Dunn county is indeed 
fortunate to have two local banks.” 

Surely, this newspaper editorial is a very fine pat-on- 
the-back for the Bank of Killdeer and the Union Bank, 
Halliday. This sort of sentiment, expressed in a local 
newspaper, certainly does a great deal of good for the 
system of independent banking. Independent bankers 
throughout the nation would do well to visit with their 
local newspaper editor and suggest similar frank expres- 
sions of the underlying advantages of locally-owned and 
locally-managed banking institutions. 

os * 


To Balance the Gudget 


Government spending can be cut to bring about a bal- 
anced budget for the next fiscal year. These four steps 
are being urged: 

1. Elimination of proposed new programs which have 
not yet been authorized by legislation. 

2. Cutting of grants to states, as an initial step toward 
transferring these programs ultimately to full state respon- 
sibility. 

3. Elimination, suspension or curtailment of expendi- 
tures for specified civilian functions. 

4. Cutting remaining expenditures 5%, except mili- 
tary and interest on the public debt. 

These cuts in government spending will, it is claimed, 
total $3,195,000,000 — more than enough to avoid the 
estimated deficit of $2,400,000,000. 
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THOMAS J. WATSON, JR. 


“IBM was one of the 
first companies to... 


“I have always been proud of the fact that IBM was 
one of the first companies to put into effect the Payroll 
Savings Plan for the purchase of United States Savings 
Bonds, and I am delighted to see this patriotic endeavor 
continuing year by year and increasing throughout 
our organization. Today thousands of IBM employees, 
through their participation in the Plan, are helping their 
country and providing for the future of their families 
and themselves.” THOMAS J. WATSON, JR., President 


International Business Machines Corporation 


” 





Portrait by Fabian Bachrach 


If employee participation in your Payroll Savings Plan 
is less than 50%... or, if your employees do not now 
have the opportunity to build for their future through 
the systematic purchase of U.S. Savings Bonds . . . a 
letter to: Savings Bonds Division, U.S. Treasury De- 
partment, Washington, D. C., will bring prompt assist- 
ance from your State Director. He will be glad to help 
you put on a person-to-person canvass that will put an 
application blank in the hands of every employee. This 
is all you have to do. Your men and women will do the 
rest, because they will welcome the opportunity to 
build for personal and national security. 


The United States Government does not pay for this advertising. The Treasury Department 
thanks, for their patriotic donation, the Advertising Council and 
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HOW TO AUDIT 
A BANK 


By Marshall C. Corns 


e A manual every bank director should use as a 
guide in discharging the obligations of his 
office imposed by law. 


e A manual every bank officer should use in 
directing the management affairs of the 
bank. 


e A manual every bank auditor should use in 
setting up an internal control system and in 
establishing an audit routine tailor-made to 
fit the needs of his own bank. 








e A manual every certified public accountant and 
Written in Chart of Accounts form every public accountant should use in under- 
for your convenience. taking services for bank clients. 


Shows in detail how to audit a specific department or 
section, or all departments and sections of even the largest 
bank. Contains samples of the most practical forms to use 
in executing an audit program. Sets forth for your guidance 
schedules and samples of forms to be used in verifying 
accounts — a most important phase of any audit program. 


Authoritative and Complete! 


THE INDEPENDENT BANKER 
625 Second Avenue South 
Minneapolis 2, Minnesota 


Please send me a copy of How To Audit a Bank by Marshall C. Corns. If it 
meets with my approval | will mail you $15.00 within five days. Otherwise, | 


may return the book within five days and pay nothing. 
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“We cut our service charge 


figuring costs better 


than 45% with 


OSationals new 





‘MACHINE SERVICE 
CHARGE SYSTEM’!” 


Edward J. Frey, President, 
Union Bank of Michigan, 
Grand Rapids, Michigan 








“Our former system required 16 
different manual operations. Now, 
with the aid of NATIONAL, the 
number of operations has been re- 
duced to 5...each under strict mechanical control. Even 
more important to us is the fact that this new system 
is incomparably accurate. It is so simple that it can be 
learned in just a matter of minutes,” writes Mr. Frey, 
President. 


The operator records just five sets of figures—‘‘High 
Balance,” “‘Low Balance,” ‘“‘Number of Checks Written,” 
“Number of Items Deposited,” and “Other Charges” (if 
any). Without additional thought or effort on the part 
of the operator, the machine— 


1. Averages the balances and prints the average on “‘Cus- 
tomer’s History Record Card” and Journal 

2. Computes the credit 

3. Multiplies the number of items at the proper rate 

4. Adds the total charges 


5. Computes the ‘Net Charge’’ or ‘‘Net Credit” 


6. Prints the “Net Charge” or “Credit” on the ‘“‘Customer’s 
History Record Card” 


7. Records the charge, if any, and date on the ‘‘Ledger’’ 
and “‘Listing Tape” 


8. Accumulates ‘Total Net Charges’’ for proof purposes 
No “Service Charge Posting Tickets” are required. 


What was formerly a tedious task is now an easy operation. 


Less training time... 

No skilled operators required .. . 
More positive control... 

Far greater accuracy... 

Less processing time... 


Phone your nearby National representative. Let him 
explain how your 

bank can benefit by 

these advantages and 

savings. 


THE NATIONAL CASH REGISTER COMPANY, vavron 9, onto 


949 OFFICES IN 94 COUNTRIES 





